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Changes in Colombian Exchange System 


The International Monetary Fund has approved a for- 
eign exchange reform by the Government of Colombia, 
effective as of June 18. The new exchange system will 
be accompanied by internal fiscal and monetary measures 
in a comprehensive program aimed at correcting the 
country’s balance of payments difficulties. 

Colombia’s complex multiple currency system is being 
replaced by one in which all trade and most transactions 
in invisibles, including the service of registered capital, 
will move through a certificate market at a fluctuating 
rate of exchange. Other exchange transactions will take 
place in a separate free market. All export proceeds are 
to be subject to an exchange tax of 15 per cent, all import 
payments will bear an exchange tax of 10 per cent, and 
all previous exchange taxes and stamp taxes on imports 
are to be abolished. Quantitative restrictions on imports 


will be eliminated. A list of prohibited imports will be 


maintained, but the Government plans to reduce this list 
as soon as developments permit. 

The exchange reform follows a series of measures 
taken by Colombia in 1955 and 1956 to deal with its 
payments problems. More and more imports were 
transferred to a free market, in which the exchange rate 
depreciated from about Col$3.50 per U.S. dollar in early 
1955 to close to Col$7.00 per dollar recently. In addition, 
stamp taxes were applied at steeply graduated rates on 
commodities imported at the official rate and on those 
imported at the free market rate; the list of prohibited 
imports was greatly expanded; the Exchange Registra- 
tion Office was closed for extended periods; and, recently, 
quantitative restrictions were applied by setting ceilings 
on the amounts that could be imported each month. 
Source: International Monetary Fund, Press Release, 

Washington, D. C., June 18, 1957. 


U.S. Economic Activity in 1956 


Economic activity in the United States continued to 
expand in 1956. As growing demand pressed against 
capacity in key industries, prices rose and there was 
need for restraining the rate of credit and monetary ex- 
pansion. Federal Reserve policy therefore continued to 
exert restraint while providing for seasonal bank credit 
requirements and for some increase in the money supply. 

Since the year began with resources intensively utilized, 
the growth in total output in 1956, at 5.5 per cent, was 
less than in 1955. In this situation, prices rose more 
sharply than in 1955 and accounted for one half of the 
1956 increase in the value of output. Employment rose 
and unemployment remained low; the workweek ex- 
ceeded 40 hours throughout the year. The moderate ex- 
pansion in total output reflected offsetting changes in the 


major components. Consumer expenditures for new 


houses and automobiles fell by $4 billion, but this de- 
cline was more than offset by a $6.5 billion rise in busi- 
ness expenditures for plant and equipment. Expenditures 
by state and local governments and by consumers for 
services and nondurable goods continued to expand. De- 
mand from abroad was also a factor in the increased ac- 
tivity. U.S. exports rose by one sixth, to exceed $23 
billion, the rise reflecting not only greater foreign eco- 
nomic activity but also larger U.S. business investment 
abroad and accelerated shipments of farm products 
under government programs. 


Industrial commodity prices, which had risen by 4 per 


cent in 1955, rose another 4 per cent in 1956. Farm 
prices in December 1956 were 7 per cent higher than a 
year earlier, whereas in 1955 they had declined. Con- 
sumer prices, which had changed little in 1955, rose 3 per 
cent in the last nine months of 1956. Rising prices 
generally reflected the strength of demand for finished 
goods and services, which, in turn, was translated into 
demand for manpower and other resources. In these 
circumstances, wages rose and the 6 per cent rise in 
average hourly earnings in manufacturing exceeded the 
rise in output per man-hour. About half of the gain in 
earnings was matched by the rise in consumer prices. 
Developments in financial markets in 1956 reflected 
shifts in the expansive forces in the economy. Business 
demands for external financing were strong as investment 
outlays increased sharply and retained earnings declined, 
but consumers borrowed somewhat less than in 1955. 
The rise in mortgage debt was slower than a year earlier 
as government-underwritten mortgages with fixed interest 
rates became less attractive to investors. The rise in con- 
sumer installment debt was about half the 1955 increase; 
repayments on earlier debt were larger than in 1955, and 
a decline in new automobile credit offset most of the 
increase in extensions of other types of installment credit. 
As tax receipts increased more than expenditures, the 
Federal Government had a cash surplus of $5.5 billion, 
compared with a deficit of $700 million in 1955. The 


surplus enabled the Treasury to reduce the publicly held 





debt by $6 billion and helped to finance the increase in 
private investment outlays, thus moderating upward pres- 
sures on interest rates. 

Loanable funds were less readily available in 1956 
than a year earlier, while demand for funds remained 
strong. Net personal saving rose to 7.3 per cent of 


ble income in 


disposa 


1956, from 6.1 per cent a year 
earlier; and there was a marked rise in the holdings of 
financial assets by individuals, while debt repayment rose 
and new borrowing declined. In _ business, however, 
funds accruing in 1956 were used more extensively to 
finance physical investment than to acquire financial 
assets, and liquidity declined. Supplementary sources of 
funds that had been used in 1955 by life insurance com- 
panies, savings and loan associations, and mutual savings 
banks were not drawn upon in 1956. Loans and invest- 
ments. of commercial banks increased by $4.2 billion, 
slightly less than in 1955. Holdings of U.S. Government 
securities were reduced by $5 billion in the first half of 
the year, reflecting strong demand for funds by business 
In the second half 
of the year, as the demand for loans slackened in some 


and the retirement of treasury debt. 


areas and the Treasury offered new issues of bills and 
certificates, commercial banks in those areas added almost 
$2 billion to holdings of government securities, reversing 
an almost steady decline that had begun in late 1954. 
The active money supply, consisting of demand de- 
posits and currency, rose by $1.5 billion in 1956, com- 
pared with $3.8 billion in 1955. The 1956 increase 
amounted to about 1 per cent; with gross national 
product rising about 5.5 per cent in value, the velocity of 
circulation of money increased considerably. The more 
active use of cash balances is typical of periods of rising 
economic activity when interest rates increase and in- 
vestment opportunities become more attractive. In an 
inflationary period, expectations of rising prices provide 
an additional incentive to minimize cash balances. 
Interest rates in 1956 reached the highest levels since 


Europe 


Sterling Convertibility 


In commenting on the recent relaxation by the United 
Kingdom of restrictions on tourist travel in the dollar 
urea (see this News Survey, Vol. XI, p. 382), The Times 
comments that this is a reminder of the long road which 
still lies ahead on the way to full convertibility. Sterling 
has now gone further than most currencies in providing 
convertibility for nonresident holders, but U.K. residents 
still have less opportunity of switching into dollars than 
the Swiss, the Belgians, or the Germans. People in the 
transferable sterling area (which covers most of the world 
outside the sterling area and the dollar area) can freely 
switch pounds earned by them into any other European 


urrency, and even, at a discount of little more than 
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the early 1930's. The increase was especially marked for 
private long-term debt, which expanded almost as much 
as in 1955. The rise in market rates on corporate and 
state and local government bonds was more than twice 
that in 1955. Treasury bill yields fluctuated with pressures 
on bank reserves, but they rose sharply in the second half 
of the year as pressures on the credit market increased. 

Member bank borrowing at the Reserve Banks, which 
had increased rapidly to $900 million in the fourth quar- 
ter of 1955, reached $1.1 billion in April 1956 as bank 
loans expanded and Federal Reserve holdings of gov- 
Member bank indebt- 
edness declined after April as the expansion of bank 


ernment securities were reduced. 


loans moderated. In the fourth quarter, borrowing aver- 
aged $700 million. Although the reserve position of mem- 
ber banks was somewhat easier at the end of 1956 than 
a year earlier, the cost of acquiring additional reserves 
was higher. Federal Reserve Bank discount rates, at 3 
per cent, had risen by one-half percentage point, and the 
prices at which government securities could be sold were 
lower. With reduced government security portfolios, banks 
had become less willing to dispose of such securities in 
order to expand loans further. Thus, banks had become 
more sensitive to Federal Reserve policies, and a given 
level of member bank borrowings represented a greater 
degree of restraint. 

As 1956 ended, Federal Reserve policies were con- 
tinuing to limit the expansion of bank credit. The threat 
of an inflationary wage-price spiral was a matter of 
concern in the formation of policy in the late months of 
the year. The detailed considerations that underlay the 
determination of open market policy throughout the year 
are described in a special section following the report of 
the Board of Governors. 

Source: Board of Governors of the Federal Reserve Sys- 
tem, Forty-Third Annual Report, Covering Op- 
erations for the Year 1956, Washington, D. C., 
June 3, 1957. 

14 per cent, into dollars. Since the European arbitrage 

system allows ten other currencies to be switched directly 

into sterling at rates which cannot fluctuate more than 

3 per cent either side of par, holders of these other 

currencies can also convert them indirectly into dollars 

by way of transferable sterling at rates within about 

2 per cent of par. 

To residents of the sterling area, however, convertibil- 
ity is still something of a mirage. Sterling area residents 
living outside the United Kingdom can, indeed, switch 
into dollars at a price, partly as a result of less restrictive 
controls. The current discount on resident sterling in 
New York is about 8 per cent. But for people living in the 
United Kingdom, the opportunities for switching into 
dollars are still tightly controlled. Although controls on 


imports of dollar paper and board, whisky, and sugar 
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have been relaxed in the past year, 50 per cent of total 
dollar imports are still restricted. In contrast to this, 
everybody in Switzerland can freely convert Swiss francs 
into dollars and, for all practical purposes, Belgians and 
Germans also can freely convert their local currencies. 


Source: The Times, London, England, June 6, 1957. 
U.K. Trade 


The value of U.K. exports in May was £302.9 million 
(f.o.b.), a new high monthly figure; imports were £374.4 
million (c.i.f.), which also was a record high, apart from 
the abnormal figure of £376.5 million for January 1957: 
and re-exports amounted to £11.8 million (f.o.b.). The 
excess of imports over total exports was therefore £59.7 
million. 

For April and May together, the average monthly 
rate for exports was 6'% per cent more than in the same 
months of 1956; and the average monthly rate for im- 
ports was 1] per cent higher than in April and May 1955. 
The average monthly excess of imports over exports 
amounted to £64 million, £3 million more than in the 
first quarter of this year and £21 million more than in 
April and May a year ago. 

Detailed accounts are not yet available for May, but 
it is probable that for that month, as in April, imports 
of petroleum were partly responsible for the rise in the 
value of imports. It may be expected that, at some stage, 
shipments by way of the Suez Canal will be coinciding 
with those by way of the Cape and for a short period 
unlikely, 
however, that this affected the May figures, since the 
Canal was open to U.K. ships for only nine days in May. 


arrivals will be temporarily inflated; it is 


The Times suggests that another factor that may have 
influenced imports in May, and which may become a 
more dominating influence during the second half of the 
year, is a growing demand for imports in preparation for 
the generally expected rise in industrial activity. 


Source: The Times, London, England, June 14, 1957 


U.K. Costs and Prices 


In a speech on June 1, the U.K. Prime Minister 
nounced that he had asked the Chancellor of the Ex- 
chequer and the Minister of Labor to consult with both 
sides of industry on whether an independent body might 
help to throw light on all the different aspects of price 
stability and on the need for greater productivity to earn 
a higher standard of living. The U.K. Treasury an- 
nounced later that preliminary meetings with representa- 
tives of employers and of trade unions had been arranged 
for the week commencing June 3. It was expected that at 
these meetings the Ministers would inform the representa- 
tives of the stage reached by the Government in its 
thinking on this matter. The preliminary meetings were 
designed to clear the way for substantial discussions at 
a later stage. 


Source: The Times, London, England, June 3, 1957. 


French Drawing on the Fund 


In June. 
Monetary 


France purchased from the International 
Fund US$42.5 million with French francs. 
since February France has made full use of the 
ncluded last October, 
purchases totaling $262.5 


Survey, Vol. IX, p. 382). 
Le Monde, Paris, France, June 14, 1957. 


i-Dby arrangement, 


whic h 


million (see this 


Economic Developments in Belgium 


The Report of the Council of the Kredietbank, which 
will be submitted to the bank’s Annual Meeting. states 


that a significant characteristic of economi develop- 


ments in Belgium during 1956 was the rapid and general 


industrial expansion, which reflected greater domesti 


ind fore if? dem ind Domesti sales, ik real terms.were 


9.9 per cent h cher than in 1955. and exports increased 


ent. Employment was maintained at a high 


level. and production int reased by 4 pel cent, primarily 


itput of capital goods. Inadequate 

certain sections. and 

ve rise, however, to 

strain. ageravated by the 
1eZ crisis. 

Liquidity was high ir > t half of the year and. 

b excessive liquid funds, the authori- 

designed to facilitate the export of 

However. the 


h less liquid in the second half of 


to the dollar area. 


ly to the change in the balance of 
m one of surplus to one of deficit, 
Demand de- 
reased during the year by BF 3.9 billion (6.9 


per cent) and time deposits declined by BF 0.8 billion 


in demand for credit. 


posits int 


4.6 per cent), in yntrast to 1955 when both classes of 


leposits increased—demand deposits by 9 per cent and 
time deposits by 10 per cent. Commercial banks therefore 
At the end 
of the year, total rediscounts of the National Bank of 


Belgium and _ other 


h id in¢ reased recourse to redis¢ ount fac ilities. 


financial institutions amounted to 
BF 9.8 billion, compared with BF 6.2 billion a year 
earlier. Bank credit to the private sector on December 31, 
1956 totaled BF 60.6 billion, or BF 6.8 billion more than 
at the end of 1955; the increase was due chiefly to loans 
effected after July. As liquidity declined, short-term 
interest rates increased. Since May 1956, the call money 
rate (i.e., the rate at which the banks and the social 
security funds lend surplus funds to the Institut de 
Réescompte et de Garantie, the Fonds des Rentes, and 
other governmental finance institutions) has been al- 
lowed to fluctuate, a measure that can be regarded as a 
first step toward introducing greater freedom in the 
money market. Also in May, the Treasury started to 
issue very short-term (5 to 15 days) certificates. On 


December 5, 1956, the National Bank raised its discount 
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rate by 0.5 percentage points, to 3.5 per cent per annum 
see this News Survey. Vol. IX. p. 199). 
Source: Agence Economique et Financiére, Brussels, Bel- 


gium, June 10, 1957. 


Norwegian-Soviet Power Project 


\ Norwegian-Soviet committee of experts has pre- 
sented a unanimous report to the two Governments con- 
cerning hydroelectric power projects in the Pasvik River, 
The river has been 


the U.S.S.R. will build power 


which borders the two countries. 
divided in three sections: 
stations in the lower and upper sections and Norway in 
the middle section. The committee has also agreed on 
the most important requirements that the power stations 
will have to meet and on methods for settling the dam- 
age that the two countries will suffer by the flooding 
of areas resulting from the building of dams. 

It is expected that workers will have to cross from 
one country to the other during the construction period. 
Details on this point are expected to be settled as soon 
as the two countries have approved the committee report. 

It is hoped in Norway that construction of the first 
power plant will start in the fall of 1958. This plant will 
be a valuable addition to the power supply in the prov- 
ince of Finnmark, which suffers from a scarcity of elec- 
tric power. 

Source: Norges Handels og Sjofartstidende, Oslo, Nor- 


way. June 11, 1957. 


Economic Developments in Italy 


In his address to the Ordinary General Assembly of 
the Bank of Italy on May 31, Donato Menichella, Gover- 
nor of the Bank, stated that inflationary pressures in 1956 
were much milder in Italy than in most other Western 
European countries. Italy’s economic growth continues to 
compare rather favorably with that of other OEEC coun- 
tries, the rate of increase in industrial output in Italy 
during the past few years being second only to that of 
West Germany and substantially exceeding the average 
Although the in- 


crease in output in 1956 was less than that in 1955, a 


rate for the OEEC countries combined. 


marked improvement occurred in the second half of last 
year; in December, the index was 10 per cent higher 
than in December 1955, in contrast to the increase of 
6 per cent between December 1954 and December 1955. 

The rise in wholesale prices for the year as a whole 
see this News Survey, Vol. IX, p. 341) was due to in- 
creases that occurred after October. The more substantial 
increase in the cost of living index reflected the rise in 
officially controlled rents and higher prices of certain 
foodstuffs as a consequence of poor olive, fruit, and 
vegetable crops in 1955-56. Following the increase in 
the cost of living in the first half of 1956, wage increases 
had to be authorized in accordance with the existing es- 


calator clauses, and this tended to make the price in- 


creases permanent, whereas otherwise they would have 
been temporary. 

The increase in currency in circulation resulted mainly 
from a sharp increase in central bank rediscounts (an 
increase of 124 billion lire, in contrast to 3 billion in 
1955). which enabled the commercial banks to increase 
substantially their loans to the private sector. Another 
contributing factor was an increase of 84 billion lire 
(compared with 56 billion in 1955) in exchange reserves. 
On the other hand, the indebtedness of the Treasury and 
other governmental agencies to the Bank of Italy was 
reduced; the reduction in the Treasury’s debt to the 
Bank was the first in many years. 

The improvement in public finance is evidenced by the 
fact that recourse by the Treasury to the money market 
in 1956 was less than in 1955. The Governor stated that 
it seemed that the Government’s aim of eliminating the 
deficit by 1960 might be realized. The 1957-58 budget 
provides for a deficit of 220 billion lire, or 97 billion 
less than in 1956-57; moreover, the Government has set 
a ceiling of 100 billion lire for new issues of nine-year 
treasury bonds in the fiscal year 1957-58. (The value of 
such bonds issued in 1956-57 was 194 billion lire.) Since 
the public sector obtained a smaller amount of funds 
on the capital market in 1956, private enterprises could 
substantially increase their borrowings without any undue 
strain. Total borrowings of all sectors and from all 
sources amounted to 1,364 billion lire in 1956, compared 
with 1.214 billion in 1955: 667 billion lire of the 1956 
total (against 563 billion in 1955) was provided by com- 
mercial banks and other financial institutions. 


Source: Banca d'Italia, Relazione del Governatore alla 


Assemblea Generale Ordinaria, Rome. Italy. 


1957. 


West German-Argentine Payments Agreement 

The Federal Republic of Germany and Argentina have 
initialed an agreement which settles Argentina’s com- 
mercial debt to Germany. Also, Germany has agreed to 
multilateral trade and payments arrangements similar to 
those concluded between Argentina and certain Western 
European countries, thus bringing Germany into the 
Paris Club (see this Vews Survey, Vol. IX, p- 9). 

The commercial debt owed by Argentina to Germany 
amounts to the equivalent of US$140 million; it will be 
paid over a period of ten years, with interest of 3'2 per 
cent. These conditions are similar to those accepted by 
other European creditor countries. 

Source: The Journal of Commerce, New York, N. Y., 
June 17, 1957. 


Czechoslovakia’s Foreign Trade 
According to official reports, the foreign trade turnover 
(exports plus imports) of Czechoslovakia in 1956 was 


valued at 18.5 billion korunas, about 15 per cent greater 
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than in 1955 and about 80 per cent greater than in 1948. 
Exports increased more than imports, and the trade sur- 
plus rose from 500 million korunas in 1948 to 900 
million in 1955 and 1,500 million in 1956. 


Structural changes in the pattern of production, especi- 
ally the large increase in the output of engineering in- 
dustries, were reflected in the composition of exports. 
Exports of machinery in 1956 amounted to 41 per cent 
of the total export value, compared with 15 per cent in 
1948 and 5 per cent before the war. Imports of raw 
materials, food, and manufactured consumers’ goods in- 
creased as a result of higher levels of production and 
consumption. 


Czechoslovakia’s most important trade partner is the 
Soviet Union, which accounts for about one third of 
Czechoslovakia’s total foreign trade. The Soviet Union 
meets the major part of Czechoslovakia’s import require- 
ments of crude oil, pig iron, nonferrous metals, man- 
ganese ores, chemical fertilizers, and agricultural prod- 
ucts, such as grains, cotton, and wool. Other imports 
from the Soviet Union include ball bearings, mining 
equipment, and agricultural machinery. Czechoslovakia 
exports to the Soviet Union mainly ships, diesel power 
stations, machinery and machine tools, uranium, sugar, 


footwear, and other consumers’ goods. 


The second most important trade partner in 1956 was 
East Germany, and the third was Poland. Czechoslo- 
vakia’s major trade partners in Western Europe were the 
Federal Republic of Germany (holding sixth place in 
Czechoslovakia’s foreign trade) and the United Kingdom. 
Czechoslovakia’s trade with “capitalist” countries, which 
had declined sharply during the 1948-53 period, has re- 
cently turned upward. 


Czechoslov akia, 


Bulletin, 


Source: Chamber of Commerce of 
Czechoslovak Economic 


Czechoslovakia, March 1957. 


Prague, 


Middle East 


Arab League Investment Bank 


The Economic Council for the Arab League has ap- 
proved a preliminary plan for the establishment of a 
regional investment bank. The bank’s capital will be 
equal to £20 million, subscribed by all member coun- 
tries in proportion to their share in bearing the cost of 
the economic and social program of the League. Each 
country will pay 75 per cent of its share in gold and 
convertible currencies and 25 per cent in its own cur- 
rency. It is reported that this plan, which is subject to 
ratification, was not favorably received by some gov- 
ernments. 


Source: Le Commerce du 
June 8, 1957. 


Levant, Beirut, Lebanon, 


Operations of the Cereals Office in Syria 


The Government of Syria has authorized the Central 
Bank to make available to the Cereals Office up to LS 85 
million for its operations during the current season. This 
measure, which will increase considerably the financial 
resources of the Cereals Office, is designed to lessen the 
sharp fluctuations in the prices of cereals and consequently 
in agricultural incomes. The forecasts for 1957 place the 
wheat crop at 961,000 tons, which is about 8 per cent 
less than the 1956 output but is well in excess of con- 


sumption requirements. 


Source: Le Commerce du Levant, Beirut, Lebanon, 


June 8, 1957. 


Development Plan for Lebanon 


A five-year development plan covering the period 
1957-61, prepared by the Development Board of Lebanon, 
provides for total expenditure of LL 680 million. Of the 
total, LL 141 million will be allotted to agriculture, 
LL 151 million to industry, LL 150 million to communi- 
cations, and LL 212 million to hygiene and town plan- 
ning. The remaining LL 26 million will be used for the 
establishment of a central bank, the institution of a social 
security system, the promotion of tourism, and the com- 
The plan will be 


financed mainly from internal sources, i.e., 


pletion of various census studies. 
budgetary 
appropriations of LL 354 million that will be made over 
the five-year period, royalties from petroleum transit 
dues estimated at LL 150 million, and receipts from taxes 
on agricultural lands and from the sale of public domain 
estimated at LL 45 million. It is expected that most of 
the remainder will be obtained from the loan of $27 mil- 
lion from the International Bank for Reconstruction and 
Development (see this News Survey, Vol. VIII, p. 73) 
and from U.S. technical assistance. 
Source: Bureau des Documentations Syriennes et Arabes, 
L’Economie et les Marchés Arabes, Damascus, 


Syria, April 1957. 


Far East 


India’s Balance of Payments Deficit 


India’s Deputy Minister for Finance stated in the Up- 
per House of Parliament on May 14 that preliminary 
data for January-February indicated a current account 
deficit of approximately Rs 350 million (US$73.5 mil- 
lion) and a trade deficit of Rs 410 million ($86.1 mil- 
lion). For the first quarter of 1957, there was a net 
decrease of Rs 640 million ($134.4 million) in the Re- 
serve Bank of India’s foreign assets, exclusive of draw- 
ings from the International Monetary Fund. 

Source: Ministry of Commerce and Industry. /ndian 
Trade Journal, Calcutta, India, May 25, 1957. 
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India’s National Income 


The Government of India Central Statistical Organiza- 
tion has estimated that the national income of India. 
in 1948-49 prices, increased from Rs 100.3 
billion in 1953-54 to Rs 102.8 billion in 1954-55 and to 
ts 104.2 billion in 1955-56, and that per capita income 
rose from Rs 268.7 in 1953-54 to Rs 271.9 in 1954-55 
and to Rs 272.1 in 1955-56. The fact that the increase 

] 


in real income between 1954-55 and 1955-56 was not 


measured 


greater was due to a decline in agricultural production. 
The estimates show that during the First Five Year Plan 


(ended Mar h s1. 


by 17.7 per cent and real per capita income rose by 10.5 


1956) real national income increased 


per cent 
In current prices, national income was Rs 104.8 billion 
in 1953-54. Rs 96.2 billion in 1954-55, and Rs 96.5 billion 
n 1955-56. The decrease after 1953-54 was due entirely 
to a decline in prices. 
Source: The Times of India, Bombay. India. June | 
1957. 


Ceylon’s Tea and Rubber Trade 


Tea production in Ceylon in 1956 amounted to 375.5 
million pounds, 4.5 million pounds less than the 1955 
output; and rubber production was 95,400 tons, 1,600 
tons more than in 1955. 

The value of tea exports decreased by 12.6 per cent, 
to Rs 1,044 million (US$219 million). The decline was 
due to a drop of 9.1 per cent in price and of 3.9 per cent 
in volume. As the volume of rubber exports decreased 
by 12.7 per cent and the price by 3.8 per cent, receipts 


fell by 16.1 per cent, to Rs 282 million ($59 million). 


Source: Bank of Ceylon, Monthly Review, Colombo. 
Ceylon, March 1957. 


Liberalization by Laos of Payments Abroad 


The Government of Laos has lifted restrictions on 
payments involving the use of dollars for the following 
transactions: payments of salaries to foreign technicians: 
costs incurred abroad for the transformation, repair. 
assembly, freight, or rental of equipment useful to the 
Laotian economy; expenses incurred by students pursu- 
ing studies or receiving professional training in the 
United States; payments abroad for copyrights, licenses, 
and trademarks; remittances of dividends and profits on 


new foreign investment in Laos. 


Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D.C., May 27, 1957. 
Development of National Railway System in Viet-Nam 


A five-year plan for the development, rehabilitation, 
and modernization of the state railway system is to be 
launched in Viet-Nam this year. The completion of the 
first part of the program, which will take about two 
years, will involve the installation of new workshops, sta- 


tions, and offices. Repair and modernization of the 


equipment, including the introduction of modern cars 
and diesel locomotives, will be carried out during the 
second phase of the program. The third phase will con- 
centrate on opening up new lines to link Saigon to various 
towns in the Mekong delta and the plateau region. Dur 


ing the last two years, considerable efforts have been 


BALANCE OF PAYMENTS YEARBOOK 


Volume 9 


Volume 9 of the Yearbook series continues the 
practice followed for earlier volumes, under which 
data are published monthly as the balance of pay- 
ments statistics for various countries become avail- 
able. The first sections for this volume were issued 
in May 1957, and the last will be issued in March 
1958. The sections issued thus far cover data for 
the following countries: 

Brazil Italian Somaliland 
Canada Netherlands 

Chile Sweden 

Costa Rica Union of South Africa 
El Salvador United Kingdom 

Iraq United States 


When completed, the volume will contain basic 
statistics, with explanatory notes, for the years 1955 
11956 for about 70 countries. In addition, it will 
tain regional details for about two thirds of these 
countries, consolidated area statements, and sum- 
mary statements, expressed in U.S. dollars and 
covering several years, for most of the countries. 
Price for the volume, which will cover all the 
loose-leaf sections, will be $5.00 (or the equivalent 
in other currencies). A binder for filing the loose- 
leaf sections may be purchased separately for $3.50. 


STAFF PAPERS 


Staff Papers contains studies on monetary and 
financial problems prepared by members of the Fund 
staff. The most recent issue, published in Febru- 
ary 1957, includes papers on “Recent Developments 
in Monetary Analysis,” which were presented at an 
informal session at the Eleventh Annual Meeting of 
the Board of Governors of the Fund. The issue also 
includes studies on special tax measures to restrain 
investment, an experiment with a flexible exchange 
rate system (based on the 1950-54 experience of 
Peru), and the cost of a foreign exchange standard 
or of the use of a foreign currency as the circulating 
medium. 

Subscription: $3.50 per volume or the approxi- 
mate equivalent in the currencies of most coun- 
tries. Three numbers constitute a volume. The 
numbers, however, are not issued at regular dates; 
MOREOVER, ALL OF THE THREE NUMBERS 
ARE NOT NECESSARILY ISSUED WITHIN 
ONE CALENDAR YEAR. Single copies may be 
purchased for $1.50. 


The Secretary 
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a 


made to repair lines and bridges damaged during the war 

and to lay new lines totaling 80 kilometers. 

Source: The Times of Viet-Nam, Saigon, Viet-Nam, 
June 1, 1957. 


Philippine Reparations Procedure 
In its last regular session, the Philippine Congress en- 
acted legislation to implement the Philippines’ reparations 
agreement with Japan. The procedure set forth in the 
approved bill will replace the interim policy established 
by the Executive branch, under which the Philippine 
Government has been implementing the reparations 
agreement. The measure calls for the establishment of a 
reparations commission in Manila and another office in 
Tokyo, to administer the disposition of reparations goods, 
services, and loans. The proportion of reparations re- 
ceipts to be allocated to the private sector is fixed at not 
less than 60 per cent, with terms of sale up to ten years. 
Proceeds from the sale of reparations goods are to be 
placed in a special economic development fund, instead 
of in the Government’s general fund; this precludes the 
use of reparations receipts for ordinary government ex- 
penditures. 
Sources: The Manila Chronicle, 
May 24, 1957; 
eign Commerce 


June 17, 1957. 


Manila. 
Department of Commerce, For- 


Weekly, Washington, D.C.. 


Philippines, 


United States and Canada 
U.S. Construction 


Outlays for new construction in the United 


States 
rose by 11 per cent in May, bringing the total for the 
first five months of this year to a record $17.1 billion 
3 per cent above last year’s January-May total. On a 
seasonally adjusted basis, new construction in May was 
at an annual rate of $46.9 billion, compared with the 
revised estimate of $46.1 billion for the full year 1956. 
The increase in construction expenditures in the first 
five months of this year is accounted for mainly by 
greater spending for public works; housing starts totaled 
105,800 units, or 15 per cent below the comparable 1956 
figure. The May 1957 total of new public and private 
housing units, although higher than the April total. was 
10 per cent below May 1956 and the lowest of any May 
since 1951. 


Sources: Departments of Labor and Commerce, Press 
Release, June 7, 1957, and Department of La- 
bor, Press Release, June 12, 1957, Washing- 
ton, D.C. 


U.S. Plant and Equipment Expenditures 

Business outlays on plant and equipment in the 
United States are expected to rise slightly from a sea- 
sonally adjusted annual rate of $37.3 billion in the 
second quarter of this year to $37.9 billion in the third 


quarter, according to a recent survey by the Department 


of Commerce and the Securities and Exchange Commis- 
sion. The annual rate in the first quarter was $36.9 bil- 
lion. The unadjusted quarterly figures indicate a slight 
from $9.9 billion in the second 


quarter to $9.6 billion in the third quarter; 


drop in expenditures, 
the corre- 
sponding figure for the first quarter was $8.3 billion. 
For the first nine months of this year, capital expendi- 
tures are expected to be about 9 per cent higher than in 
the similar period in 1956; about half of the increase 
will result from higher costs. After allowance for seasonal 
changes, investment programs of most manufacturing 
industries indicate slight decreases for the third quarter, 
with small reductions expected in both durable and non- 
durable goods manufacturing. The railroads, public util- 
ities, and commercial and other companies expect that 
their capital outlays in the third quarter will be slightly 


ereater than in the second. 


Source: The Journal of Commerce. New York. N-.Y.. 


June 12. 1957. 


Canadian Dollar Exchange Rate 


For the first time since the inception of the fluctuating 
rate in October 1950, the value of the Canadian dollar 
The rise 
was due to a large*increase in Canadian bond flotations 
in the United States 


rose to the equivalent of US$1.05 on June 10. 


After a slight decrease in the next 
few days, the rate moved up again, to US$1.0497 on 
June 14. 
Sources: The Globe and Mail, Toronto, Canada. June 11. 
1957: The Journal of Commerce, New York. 


N.Y.. June 17, 1957. 


Latin America 
Revision of Bolivian Import Tariff 


The tariff schedule adopted by Bolivia last December, 
as one measure under the economic stabilization program 
(see this News Survey, Vol. IX, p. 


quently been reviewed by the National Monetary Stabili- 


236), has subse- 
zation Council. As a result of the study. which took into 
consideration the recommendations of various segments 
of the economy, a revised st hedule has been provided 
under the terms of Supreme Decree No. 4536, dated 
May 7. As in the earlier schedule, the new duties are 
ad valorem rates levied on the c.i.f. value of imports. 


Only a few duties based on 


products carry specific 
weight or number of units. 

The new schedule reduces many duties that were be- 
lieved to have discouraged legitimate imports and en- 
couraged imports of contraband goods, simplifies the 
rate structure, provides protective duties as an encour- 
agement to domestic industries, and places high duties 
on luxuries and certain other items. Articles of prime 
necessity are admitted duty free. Duties on virtually all 
raw materials, mining and industrial machinery. and 


Auto- 


many food items are in the 2-10 per cent range. 
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mobiles carry the highest rates—300 per cent on cars 
with a c.i.f. value in excess of $2,500, and 150 per cent 


on cars with a lesser valuation. 


Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D.C., June 10, 1957. 


Bolivian Service Plan for Dollar Bond Issues 


Bolivia has announced the terms of a plan of service 
for its issues of publicly offered dollar bonds outstand- 
ing, amounting to $56,278,000. Since 1931, no interest 
payments have been made on the 6 per cent issue or on 
the 7 per cent issue; and no interest payments have been 
made on coupons maturing in 1932 or thereafter on the 
8 per cent issue. 

The offer, as proposed by the Bolivian Government 
following negotiations with the Foreign Bondholders 
Protective Council, Inc., will provide for the stamping 
of the $1,000 par value outstanding dollar bonds with 
a new par value of $1,100. The additional amount of the 
face value will be in full payment of all unpaid interest 
up to January 1, 1957 on the 7 per cent loan of 1927, and 
for each of the other loans up to the coupon payment date 
occurring during the first half of 1957. The proposal 
requires that Bolivia make interest payments of 12 per 
cent in 1957, with subsequent interest payments rising to 
3 per cent per annum over a six and one-half year 
period. 

Source: The Journal of Commerce, New York, N.Y.., 
June 11, 1957. 


Imports for Industrial Re-Equipment in Argentina 


To facilitate the re-equipment of Argentine industry, 
which is urgently needed, the Government has an: 
nounced a new plan for the import of industrial machin- 
ery. Henceforth. imports of new machinery on a 
prescribed list will be permitted through the free market, 
provided that the cost is financed by medium-term foreign 
credit of stipulated minimum terms. These terms differ 
by country: For imports from most countries, the mini- 
mum period is four years; but for imports from a 
country having a freely convertible currency, the credit 
period nrust be at least eight years. The maximum initial 
payment may not exceed 20 per cent of the price. The 
permitted list has been drawn up so as to give priority 
to enterprises that either earn or save foreign exchange. 
Source: The Review of the River Plate, Buenos Aires, 


Argentina, May 31, 1957. 


Other Countries 
South Africa's Commercial Policy 


The South African House of Assembly has adopted a 
resolution, moved by the Minister of Finance, for the 
removal of the limitation on temporary import duties 
that the Government may impose in certain circum- 


stances to protect domestic industry. The provision, 
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which was introduced in 1946 to deal with the transi- 
tional period after the removal of import control, gave 
the Government power to impose a special temporary 
duty up to 50 per cent of the invoice value of the goods. 
Whenever this power was used, it was necessary to seek 
approval by Parliament. Removal of the limitation is 
considered necessary to give industry protection against 
goods imported from the Far East through Hong Kong. 

When discussing the protection of South African in- 
dustries in general, the Minister of Finance stated that 
the Government would continue to encourage the estab- 
lishment and expansion of secondary industries on a 
sound economic basis. In the struggle against inflation, 
there had been reluctance to agree to measures which 
would have aggravated the scarcity of labor or which 
might have resulted in higher prices. But conditions 
have changed; inflationary pressures have decreased, 
and the time has come to give the green light to private 
industry to proceed with new development. The Minister 
referred to the withdrawal of the Reserve Bank’s request 
to the commercial banks to restrict credit, and the state- 
ment by the Governor of the Bank that the time is ripe 
for a renewed advance on the economic front. Industry 
can, according to the Minister, be assured of a sympa- 
thetic response from the Government, particularly when 
it has to meet unfair practices. 

South Africa’s Minister of Economic Affairs, in a 
speech at the opening of a new private steel mill, said 
that import control will be lifted some time next year. 
His impression is that some industries have operated in 
the past on the basis of inflated returns on capital invest- 
ment, and they will have to change their ideas when they 
have to meet free competition from overseas. The Min- 
ister is confident, however, that domestic industries in 
general, and the engineering industry in particular, have 
used the opportunity offered to them by import control 
to establish themselves on a firm footing and that they 
will be able to meet normal overseas competition. 
Source: The Financial Times, London, England, June 15, 


1957. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. Therefore 
any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 

The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained free of charge by applying to 


The Secretary 
INTERNATIONAL MONETARY FUND 
1818 H Street, N. W. Washington 25, D. C. 





